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COMMONWEALTH  OF  PENNSYLVANIA 


Department  of  Public  Instruction 

Bureau  of  Professional  Licensing 

The  State  Board  of  Examiners  of  Public  Accountants 

Box  91 1— Harrisburg 


EXAMINATION  IN  COMMERCIAL  LAW 

Wednesday,  November  4,  1953  from  9 A.  M.  to  12:30  P.  M. 

NOTE  TO  CANDIDATE — Read  carefully  each  question  in  full  before  writing 
your  answer.  Do  not  repeat  the  question  as  printed.  Whenever  practical,  give 
the  answer  first  and  then  state  the  legal  principles  or  reasoning  involved. 


QUESTION  I— Weight:  10  points 

A.  On  October  1,  1948,  Adam  Budd  by  written  instrument  leased 
to  Carl  Davis  an  entire  building  and  the  land  appurtenant  thereto  for 
a term  of  five  years  commencing  January  1,  1949,  at  and  for  the  sum 
of  $5,000  payable  in  quarter-annual  installments  of  $250  each. 

1.  If  the  building  had  been  totally  destroyed  by  fire  of  unknown 
origin  on  November  1,  1948,  and  Budd  had  refused  to  rebuild  the  build- 
ing, what  liability  would  Davis  have  for  the  rent  ? 

2.  If  the  fire  had  occurred  on  March  31,  1949,  instead  of  November 
1,  1948,  explain  what  changes  would  have  occurred  in  the  rights  and 
obligations  of  Budd  and  Davis. 

3.  If  the  lease  had  been  by  oral  agreement  instead  of  in  writing 
and  the  fire  had  occurred  on  March  31,  1949,  and  on  that  date  imme- 
diately following  the  fire  Davis  had  given  notice  of  his  intention  to 
terminate  the  lease  at  once,  what  would  Davis’  liability  be  for  rent 
accruing  after  March  31,  1949? 

4.  If  on  December  31,  1949,  while  the  aforesaid  written  lease  was 
in  effect,  the  building  became  structurally  unsafe  for  the  use  being  made 
thereof  by  Davis,  would  Budd  be  under  a duty  to  make  repairs  and  could 
Davis  refuse  to  pay  rent  until  the  repairs  were  made  ? 

B.  What  is  the  legal  significance  of  the  following  terms  and  phrases 

as  they  relate  to  the  relationship  of  landlord  and  tenant : 

1.  Holding  over,  4.  Waste, 

2.  Distress,  5.  Quiet  enjoyment, 

3.  Trade  fixtures,  6.  Tenancy  at  will? 
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QUESTION  II— Weight:  20  points 

In  the  audit  of  a bank  you  find  the  following  situations.  Discuss  the 
legal  problems  presented  in  each : 

1.  The  bank  listed  as  a real  estate  loan  a note  upon  which  a judg- 
ment was  last  entered  in  1947. 

2.  The  bank  paid  a check  drawn  upon  it  knowing  that  the  maker 
was  dead. 

3.  The  bank  paid  a check  drawn  upon  it  knowing  that  the  maker 
had  been  adjudicated  a voluntary  bankrupt. 

4.  The  bank  listed  as  a first  lien  a mortgage  on  real  estate  owned 
by  the  mortgagor  for  the  last  five  years  and  the  records  in  the  file  accom- 
panying the  mortgage  showed  that  the  mortgage  was  entered  on  October 
1,  1953,  at  11:00  a.  m.  and  that  on  the  same  date  at  10:00  a.  m.  a 
judgment  had  been  entered  in  the  same  county  against  the  mortgagor 
by  another  bank. 

5.  Ten  United  States  Series  “E”  bonds  issued  to  “Austin  Bogg  or 
Carrie  Bogg’’  (wife)  had  been  pledged  by  Austin  Bogg  as  collateral 
for  a loan  to  him  by  the  bank. 

6.  A judgment  had  been  entered  by  the  bank  on  a note  payable  ninety 
days  after  October  1,  1953,  which  note  authorized  a confession  of  judg- 
ment “after  maturity.” 

7.  The  bank  was  holding  a note  given  by  a maker  now  deceased  and 
as  collateral  for  the  note  the  maker  had  pledged  a stock  certificate  of 
Ace  Company,  to  which  was  attached  a Power  of  Attorney,  signed  by 
the  maker  of  the  note,  authorizing  the  transfer  of  the  stock. 

8.  The  bank  had  granted  a mortgage  loan  upon  real  estate  of  a 
Pennsylvania  business  corporation,  whose  charter  authorized  a “storage 
business,”  for  the  purpose  of  the  corporation  building  a plant  in  which 
it  would  engage  in  manufacturing  and  that  the  mortgage  which  increased 
the  corporate  indebtedness  had  been  executed  and  delivered  by  the 
corporate  officers  without  prior  notice  to  the  shareholders  of  the 
corporation. 

9.  The  maker  and  endorser  of  a note  held  by  the  bank  were  both 
married  women. 

10.  The  bank  was  permitting  a male  18  years  of  age  to  deposit  and 
withdraw  funds  from  a checking  account  standing  in  his  name  without 
the  intervention  of  a guardian  or  any  other  adult  person. 

11.  The  bank  holds  a negotiable  instrument,  which  it  purchased  for 
a valuable  consideration,  dated  and  delivered  Sunday,  October  4,  1953 
and  payable  on  Sunday,  November  8,  1953. 

12.  The  bank  with  full  knowledge  of  the  facts  holds  a non-negotiable 
note  given  in  the  usual  course  of  the  corporate  business  of  Bee  Com- 
pany, which  is  chartered  as  a lumber  company,  guaranteed  by  Circle 
Company,  which  is  chartered  as  a mining  company,  without  the  latter 
corporation  receiving  any  consideration  or  benefit  for  the  endorsement. 
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13.  The  bank  has  been  paying  out  of  a deposit  made  in  the  names 
of  two  living  persons,  checks  signed  by  one  of  the  depositors  when  there 
was  no  arrangement  between  the  bank  and  the  depositors  as  to  the 
manner  in  which  the  funds  should  be  withdrawn. 

14.  The  bank  on  June  1,  1950,  loaned  $10,000  to  Alfred  Black  on  a 
bond  secured  by  a mortgage  on  Black’s  home  appraised  at  $20,000.  The 
instrument  required  Black  to  pay  $125  quarter-annually  on  the  principal 
debt  in  addition  to  interest.  On  June  1,  1953,  the  principal  debt,  accord- 
ing to  the  bank’s  records,  was  reduced  to  $8,500.  On  June  1,  1953,  the 
bank  made  a new  loan  to  Black  in  the  amount  of  $1,500  so  that  he  could 
erect  an  addition  to  his  home.  The  bank  did  not  secure  a new  bond 
and  mortgage  but  corrected  its  records  to  again  show  a principal  debt 
of  $10,000. 

15.  In  1951  Angus  Bates  entered  into  a written  contract  to  purchase 
certain  real  estate  within  a period  of  three  years.  The  agreement  was 
recorded  in  the  county  in  which  the  real  estate  is  situated.  In  1952  the 
bank  entered  a judgment  against  Bates  in  the  aforesaid  county.  In  1953 
Bates  completed  the  purchase  of  the  real  estate  and  recorded  the  deed 
conveying  the  property  to  him.  The  bank  has  taken  no  further  action 
on  its  judgment,  being  of  the  opinion  that  it  has  a lien  upon  the  real 
estate. 


QUESTION  III— Weight:  10  points 

A.  Aaron  Brice  wishes  to  purchase  a quantity  of  ledger  sheets.  He 
reads  an  advertising  folder  of  the  Acme  supply  house,  listing  prices  for 
the  type  of  sheets  he  needs  at  $10  a hundred.  Brice  mails  an  order  for 
1,000  sheets  and  a check  for  $100  to  Acme.  The  day  after  Brice  mails 
the  letter  he  receives  a new  folder  from  Acme  quoting  prices  at  $12  a 
hundred.  Does  Brice  have  an  enforceable  contract  with  Acme  for  1,000 
sheets  at  a cost  of  $100?  Explain. 

B.  Chester  Dean,  who  did  not  see  the  advertising  folder,  wrote  to 
Acme  and  asked  for  prices  of  ledger  sheets.  Acme  replied  with  a letter 
stating,  “We  will  sell  you  the  type  ledger  sheet  you  require,  in  any 
quantity,  at  a price  of  $10  a hundred.” 

1.  One  year  later,  Dean  replies  to  Acme’s  letter,  ordering  1,000 
ledger  sheets  and  enclosing  a check  for  $100.  Does  he  have  an  enforce- 
able contract  with  Acme? 

2.  Assume  instead  that  Dean  replies  the  next  day  to  Acme’s  letter 
as  follows : “If  your  ledger  sheets  are  of  top  quality  and  if  you  will  give 
me  a 2%  discount  for  cash,  please  send  me  1,000  sheets  and  bill  me 
accordingly.”  Hearing  nothing  from  Acme,  one  week  later  Dean  mailed 
a letter  stating,  “Send  me  1,000  sheets  as  per  your  letter.  I enclose  a 
check  for  $100.”  Two  days  previously  Acme  had  raised  its  price  to 
$12  a hundred,  without  communicating  this  price  change  to  Dean.  Does 
Dean  have  an  enforceable  contract  against  Acme  for  1,000  sheets  at 
$100? 
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3.  Assume  instead  that  three  hours  after  Dean  mailed  an  order 
for  1,000  sheets  with  a check  for  $100,  he  sends  Acme  a telegram  stating, 
“Disregard  my  letter  when  it  arrives  and  return  my  check.”  Can  Acme 
ignore  the  telegram  which  it  received  before  the  letter  and  fill  Dean’s 
order,  retaining  the  proceeds  of  the  check?  If  it  does,  what  are  Dean’s 
rights  ? 

C.  Eli  Fair  also  wrote  to  Acme  asking  for  prices  of  ledger  sheets  to 
which  Acme  replied,  “If  we  receive  your  order  within  ten  days  we  will 
sell  you  the  ledger  sheets  for  $8  a hundred.”  Acme’s  letter  was  dated 
August  10,  1953.  On  August  18,  1953,  Fair  mailed  Acme  an  order  for 
1,000  sheets  and  enclosed  a check  for  $80.  Acme  did  not  receive  the 
letter  until  August  22,  1953.  Does  Fair  have  an  enforceable  contract 
with  Acme?  Explain. 


QUESTION  IV— Weight:  10  points 

A.  In  making  an  audit  of  a corporation  you  find  it  recently  conveyed, 
in  fee  simple,  real  estate  without  reservations  by  a deed  containing  a 
“general  warranty”  of  title. 

1.  What  did  the  corporation,  as  grantor,  covenant  by  the  use  of  a 
“general  warranty”  ? 

2.  Does  a “general  warranty”  impose  a contingent  liability  upon  the 
corporation  which  should  be  noted  in  its  financial  statement?  Explain. 

3.  If  the  deed  had  contained  a “special  warranty,”  what  covenant 
would  the  corporation  have  made  ? 

4.  If  the  deed  had  contained  no  reference  to  a warranty,  what 
covenants,  if  any,  would  the  corporation  have  made  ? 

B.  Furthermore,  in  the  audit  you  find  that  the  aforesaid  corporation 
had  borrowed  $50,000  on  a bond  secured  by  a mortgage  on  real  estate 
and  that  the  real  estate  which  was  subject  to  the  lien  of  the  mortgage 
had  been  sold  without  knowledge  of  the  mortgagee  for  $25,000  cash.  The 
bond  and  the  mortgage  secured  thereby  remain  unpaid. 

1 . What  is  the  liability  of  the  corporation  to  the  owner  of  the  bond 
and  mortgage? 

2.  What  is  the  personal  liability  of  the  grantee  of  the  real  estate 
to  the  owner  of  the  bond  and  mortgage  ? 

C.  In  the  course  of  the  audit  of  the  aforesaid  corporation  you  like- 
wise find  that  a new  and  separate  building  for  the  corporation  had  been 
completed  by  the  general  contractor  thereof  thirty  days  ago  and  that  a 
final  payment  had  just  been  made  to  the  contractor. 

For  the  purpose  of  preparing  a financial  statement  of  the  corpora- 
tion, how  would  you  determine  if  the  real  estate  upon  which  the  new 
structure  had  been  erected  could  not  become  subject  to  mechanic’s 
liens  of  subcontractors  and  material  men? 
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QUESTION  V-Weight:  10  points 

A resident  of  Pennsylvania  died  intestate  on  April  1,  1953,  leaving 
a net  estate  of  $30,000  for  distribution.  Ignoring  the  family  exemption, 
how  would  the  $30,000  be  distributed : 

1.  If  the  decedent  had  been  a widower  with  no  descendants  surviving 
him,  but  survived  by  his  father  and  mother? 

2.  If  the  decedent  had  been  an  unmarried  woman  with  no  descend- 
ants or  parents  surviving  her,  but  survived  by  two  sisters  and  a half- 
brother  ? 

3.  If  the  decedent  had  been  a widow  survived  by  two  children  and 
two  grandchildren,  the  latter  being  the  children  of  decedent’s  deceased 
child  ? 

4.  If  the  decedent  was  survived  by  a husband  with  whom  she  had 
lived  but  had  no  issue,  parents,  brother,  sister,  children  of  brother  or 
sister,  grandparents,  uncle  or  aunt? 

5.  If  the  decedent  was  survived  by  a widow  with  whom  he  had  lived 
and  a child  of  a deceased  child? 

6.  If  the  decedent  was  survived  by  a widow  with  whom  he  had  lived 
and  four  children,  one  of  whom  was  non  compos  mentis? 

7.  If  the  decedent  was  survived  by  a widow  with  whom  he  had  lived 
and  his  father,  but  was  not  survived  by  any  children  or  issue  of  children  ? 

8.  If  the  decedent  was  survived  by  his  widow  and  two  children  (one 
of  whom  he  had  adopted)  but  he  had  separated  from  his  wife  three  years 
immediately  prior  to  his  death  because  he  had  observed  his  wife  in  the 
act  of  adultery? 

9.  If  the  decedent  was  survived  by  two  children  and  by  a widow 
with  whom  he  had  been  living  and  with  whom  he  had  entered  into  a 
valid  antenuptial  agreement  whereby  she  relinquished  all  interest  in  his 
estate  ? 

10.  If  the  decedent  was  survived  by  his  widow  who  had  secured  a 
divorce  a mensa  et  thoro  (from  bed  and  board)  on  the  ground  of  indig- 
nities and  by  a brother  and  sister  (the  sister  having  been  adopted  by  an 
unrelated  elderly  couple  prior  to  decedent’s  death),  but  no  parents, 
children,  or  issue  of  children? 


QUESTION  VI— Weight:  15  points 

A.  What  is  the  true  test  of  a partnership? 

B.  Must  all  partnerships  register  under  the  Fictitious  Names  Act? 
Explain. 

C.  If  a partner  commits  a tort  in  a matter  entirely  foreign  to  the 
business  of  the  partnership,  under  what  circumstances  can  the  partner- 
ship or  the  partner’s  interest  in  the  partnership  become  liable  for  the 
tort? 
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D.  How  may  a withdrawing  partner — 

1.  Terminate  his  liability  for  the  debts  of  the  partnership  so  that 
he  will  not  become  liable  for  future  obligations  of  the  partnership  ? 

2.  Escape  from  his  liabilities  for  existing  obligations? 

E.  Name  ways  in  which  a partnership  formed  under  the  provisions 
of  the  Uniform  Limited  Partnership  Act  differ  from  a partnership 
created  under  the  Uniform  Partnership  Act  as  adopted  in  Pennsylvania. 

F.  Mason  and  Dixon  were  partners  conducting  a local  grocery  store. 
In  the  absence  of  any  inconsistent  provisions  in  the  articles  of  copartner- 
ship, state  by  “yes”  or  “no”  whether  each  partner  has  implied  or  ap- 
parent authority  to  enter  into  the  following  transactions : 

1.  Employ  a necessary  clerk  to  work  in  the  store? 

2.  Assign  the  partnership  property  in  trust  for  creditors? 

3.  Authorize  an  action  against  a customer  for  goods  sold  on  credit  ? 

4.  Dispose  of  the  good  will  of  the  business? 

5.  Submit  a partnership  liability  to  arbitration? 

6.  Purchase  local  store  supplies  on  credit? 

7.  Give  a partnership  note  for  goods  purchased  for  resale  ? 

8.  Confess  a judgment  against  the  partnership? 

9.  Make  a donation  to  the  community  chest? 

10.  Do  any  act  making  it  impossible  to  carry  on  the  business? 


QUESTION  VII— Weight:  15  points 

A.  State  the  basic  purpose  of  the  Federal  Bankruptcy  Laws  as  they 
relate  to  (1)  debtors,  and  (2)  creditors. 

B.  Where  a debtor  has  been  properly  adjudicated  an  involuntary 
bankrupt  under  the  Federal  Bankruptcy  Laws,  can  he,  upon  becoming 
displeased  with  the  procedure  of  the  Federal  Court,  invoke  the  Penn- 
sylvania Insolvency  Act  and  make  a voluntary  assignment  of  his  prop- 
erty to  an  assignee  for  the  benefit  of  all  his  creditors?  Explain. 

C.  On  your  paper  you  are  to  write  the  numbers  1 through  10.  Oppo- 
site each  number  you  are  to  write  the  word  true  if  the  statement  is  true 
and  the  word  false  if  the  statement  is  not  true.  No  reason  need  be  given. 

1.  A $20,000  gift  given  to  a bankrupt  by  his  father  four  weeks 
after  the  petition  to  have  him  adjudicated  a bankrupt  was  filed  becomes 
a part  of  the  old  bankrupt  estate  available  for  creditors. 

2.  The  Referee  in  bankruptcy  is  the  person  who  takes  title  to  the 
bankrupt’s  property. 
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3.  Wages  due  to  workmen,  without  limitations  as  to  amount,  if 
earned  within  three  months  before  the  date  of  commencement  of  the 
proceedings  in  bankruptcy  carry  over  against  the  bankrupt’s  new  estate 
if  they  are  not  paid  in  the  bankruptcy  proceeding. 

4.  A railroad  company  may  institute  a voluntary  proceeding  in 
bankruptcy. 

5.  The  discharge  of  a bankrupt  is  an  absolute  extinguishment  of 
his  obligation  to  a creditor  whose  claim  he  neglected  to  list  if  the  creditor 
had  actual  knowledge  of  the  bankruptcy  proceeding  and  did  not  file  his 
claim. 

6.  A bankrupt,  even  though  he  has  waived  his  right  to  his  “debtor’s 
exemption”  in  notes  given  to  creditors,  is  entitled  to  claim  the  said 
exemption  in  his  schedules. 

7.  A discharged  bankrupt  is  released  from  a judgment  entered 
prior  to  bankruptcy  on  a verdict  recovered  in  an  action  of  trespass  for 
willful  and  malicious  injury  to  the  person  of  another. 

8.  A farmer  cannot  be  adjudicated  an  involuntary  bankrupt. 

9.  The  death  of  a bankrupt,  after  adjudication  vests  jurisdiction 
in  the  appropriate  Orphans’  Court  of  Pennsylvania. 

10.  A person  may  not  be  forced  into  bankruptcy  more  often  than 
once  every  six  years. 


QUESTION  VIII— Weight:  10  points 

A.  Acts  Nos.  149  and  150  approved  July  25,  1953,  repeal  the  Foreign 
Bonus  Act  of  May  8,  1901,  P.  L.  150,  and  the  Domestic  Bonus  Act  of 
April  20,  1927,  P.  L.  322,  as  amended  respectively  and  replace  them 
with  new  Excise  Taxes. 

What  was  the  primary  purpose  of  enacting  the  new  statutes  ? 

B.  On  November  4,  1953,  Amos  Berg  and  Clara  Berg,  his  wife, 
are  selling  to  Clyde  Dale  a parcel  of  real  estate  situated  in  Pennsylvania 
free  and  clear  of  all  liens  and  encumbrances  for  $10,000.  Is  the  transfer 
subject  to  any  Federal  or  State  Transfer  taxes.  If  so,  in  what  amounts? 

C.  Throughout  1952  Allen  Bell,  a CPA,  employed  in  his  office  four 
clerks  at  $2,500  a year  each  and  two  stenographers  at  $1,500  a year 
each,  and  also  employed  in  his  home  a cook  at  $1,800  a year  and  two 
maids  at  $1,200  a year  each.  The  board  and  lodging  of  the  cook  and  the 
maids  is  valued  at  $800  a year  per  person.  Assuming  these  were  Bell’s 
only  employees,  discuss  his  and  his  employees’  Federal  tax  liabilities 
arising  from  such  relationship  in  1952,  listing  the  types  of  tax  and  their 
respective  liabilities  for  payment  and/or  collection. 

D.  Where  a Pennsylvania  business  corporation  borrows  money  and 
executes  and  delivers  an  interest  bearing  bond  secured  by  a mortgage 
on  real  estate  located  in  Pennsylvania,  are  any  Federal  or  State  Docu- 
mentary Stamps  required  to  be  affixed  to  the  bond? 
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PENNSYLVANIA  DEPARTMENT  OF  PUBLIC  INSTRUCTION 


QUESTION  2 (15  Points) 

The  Small  Loan  Corporation,  a calendar  year  taxpayer,  organized 
February  27,  1937,  under  the  laws  of  the  Commonwealth  of  Pennsyl- 
vania, has  its  principal  office  in  Erie,  Penna.,  engages  in  making  small 
loans  in  sums  of  $300.00  or  less. 

In  order  to  obtain  money  to  lend,  the  corporation  borrows  money 
and  issues  its  notes  through  a broker  who  secures  various  investors  in 
the  notes. 

The  notes  have  a face  value  of  $1,000  each  and  bear  interest  of  4% 
per  annum,  payable  every  90  days  from  date  of  issuance. 

In  accordance  with  its  general  practice,  The  Small  Loan  Corporation 
does  not  accrue  interest  on  these  notes.  The  notes  and  interest  are  paid 
promptly  when  due  (interest  every  90  days)  and  none  are  discounted. 

You,  as  auditor,  are  called  upon  to  verify  the  amount  of  interest  paid 
and  to  compute  the  corporate  loans  tax  for  the  year. 

The  total  indebtedness  at  1/1/52  was  $105,000,  all  of  which  was  paid 
off  during  the  year. 

The  notes  were  held  as  follows : 
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Required:  Compute  the  corporate  loans  tax  for  the  calendar  year  1952.  Do  not  compute  treasurer’s  commission. 


PENNSYLVANIA  DEPARTMENT  OF  PUBLIC  INSTRUCTION 


QUESTION  3 (20  Points) 

A.  Name  three  differences  that  could  exist  between  net  income  as 
reported  for  Federal  income  tax  purposes  and  that  reported  for 
Pennsylvania  corporate  net  income  tax  purposes,  if  the  business  of 
a Pennsylvania  corporation  has  been  conducted  entirely  within  the 
Commonwealth  during  1952. 

B.  Which  of  the  following  items  are  excludable  from  the  numerator  of 
the  three  statutory  fractions  used  in  determination  of  corporate  net 
income  taxable  in  Pennsylvania : 

(a)  Commissions  paid  to  an  independent  sales  agent  working 

from  his  home  in  New  York  City. 

(b)  Wages  paid  an  engineer  who  usually  works  in  the  Pittsburgh 

plant  but  has  been  assisting  in  the  installation  of  machin- 
ery for  six  months  at  a customer’s  factory  in  Cleveland, 
Ohio. 

(c)  Inventory  consigned  to  a customer  in  Cleveland,  Ohio,  title 

of  which  remains  with  a Philadelphia  manufacturer. 

(d)  Cotton  imported  from  Egypt  which  was  received  at  a plant 

located  in  Reading,  Penna.,  on  January  1,  and  is  still  in 
the  original  shipping  containers  on  December  31. 

(e)  Dividends  of  a Pennsylvania  corporation  received  by  a 

Pennsylvania  corporation. 

(f)  Dividends  of  a Delaware  corporation  received  by  a Penn- 

sylvania corporation. 

(g)  Proceeds  from  the  redemption  of  a Pennsylvania  corpora- 

tion’s investment  in  bonds  issued  by  a Delaware  corpora- 
tion. 

(h)  Gross  receipts  from  a contract  to  construct  an  office  building 

m Camden,  N.  J.,  which  contract  was  negotiated  at  the 
Philadelphia  office  of  a Pennsylvania  contracting  corpora- 
tion. 

(i)  Rents  received  by  a Pennsylvania  corporation  from  an  office 

building  owned  by  it,  located  in  Baltimore,  Md. 

(j)  The  value  of  the  land  and  office  building  in  (i),  above. 
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CERTIFIED  PUBLIC  ACCOUNTANTS  EXAMINATIONS— 1953 


QUESTION  3 (Continued) 

C.  On  the  basis  of  the  following  facts,  compute  the  Pennsylvania  cor- 
porate net  income  tax  payable  for  the  calendar  year  1952 : 

Net  income  before  provision  for  taxes  on  income  . . $1,000,000 

Net  loss  from  sales  of  tangible  assets  which  has  been 
deducted  in  arriving  at  net  income  shown  above : 


Property  located  in  Pennsylvania  $100,000 

Property  located  in  Ohio  (loss)  (125,000) 

Net  loss ($25,000) 


Income  allocated  to  Pennsylvania  by  formula  84  pet. 

Show  detailed  computation. 


QUESTION  4 (20  Points) 

A.  What  is  the  rate  of  the  Pennsylvania  sales  and  use  tax?  What  was 
the  effective  date  of  the  Act? 

B.  What  is  the  amount  of  Pennsylvania  sales  tax  on  the  following 
separate  taxable  sales  ? 


1  $ .05 

2  $ .10 

3  $ .20 

4  $ .40 

5  $ .80 

6  $1.01 

7 $2.25 


C.  Sales  tax  returns  are  required  to  be  filed  quarterly.  What  are  the 
due  dates  of  the  four  quarterly  returns  and  which  months  are 
reported  on  each  quarterly  return? 

D.  When  must  the  tax  collected  be  remitted  and  to  whom  is  the  remit- 
tance payable  ? 

E.  List  fifteen  items  exempt  from  consumers  sales  tax  by  reason  of 
their  exclusion  from  the  definition  of  “sale  at  retail.” 

F.  What  are  the  provisions  in  the  sales  act  for  collection  of  the  tax  by 
a seller  from  the  purchaser  if  the  sale  is  wholly  or  partly  on  credit  ? 

G.  What  are  the  provisions  in  the  sales  act  for  extension  of  time  for 
filing  quarterly  and  annual  returns  ? 

H.  What  is  the  definition  of  “tangible  personal  property”  as  used  in 
the  Acts?  Illustrate  items  that  are  “tangible  personal  property”  as 
defined  by  the  Act  and  also  list  items  that  are  not  “tangible  per- 
sonal property.” 
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PENNSYLVANIA  DEPARTMENT  OF  PUBLIC  INSTRUCTION 

I.  The  sales  tax  is  based  upon  the  “sale  price.”  Define  “sale  price” 
including  in  definition  those  items  that  may  and  may  not  be  de- 
ducted from  “sale  price.” 

J.  What  compensation  is  the  seller  allowed  for  keeping  prescribed 
records,  proper  accounting,  and  remitting  the  tax? 


QUESTION  5 (15  Points) 

John  Jones  resides  in  Montgomery  County  but  has  his  office  in  Dela- 
ware County.  He  has  asked  you  to  submit  to  him  a schedule  showing 
the  computation  of  his  county  personal  property  tax  for  the  year  1953. 
As  his  accountant  you  know  that  the  county  personal  property  tax  in 
Pennsylvania  is  at  the  rate  of  four  mills.  He  has  shown  you  the  fol- 
lowing list  of  his  personal  property : 

Value 

At  his  office:  os  of  1/1/53 

Furniture  and  equipment  $1,000 

Checking  account  20,000 

Savings  account  (2%  interest)  10,000 

Securities: 

U.  S.  Savings  Bond — Series  G 3,000 

A Corporation 

(A  Pennsylvania  corporation  paying  capital  stock  tax) 

Common  stock  50,000 

Bonds  (3%)  5,000 

Open  account  (5%)  2,000 

B Corporation 

(A  Delaware  corporation  paying  Pennsylvania  franchise 
tax.  All  officers  are  located  in  Delaware.)  Preferred  stock 

$4  dividend  8,000 

Bonds  (4%)  1,000 

Open  account  (noninterest  bearing)  600 

C Corporation 

(A  New  Jersey  corporation  paying  no  Pennsylvania  taxes) 

Common  stock  10,000 

Bonds  10,000 

Bonds  of  the  Republic  of  Chile  5,000 

At  his  home: 

Jewelry  $3,000 

Furniture  and  equipment  6,000 

City  of  Philadelphia  2%  Bonds  4,000 

6%  Promissory  note  (given  by  his  brother)  1,000 

Life  interest  in  a trust,  a Philadelphia  Trust  Co.,  trustee 50,000 

X Country  Club  (nonprofit)  2%  Bond  2,000 

State  of  New  Jersey  2 % Bond 6,000 

Judgment  against  Y 4,000 

Mortgage  5%  (on  sister’s  house)  5,000 

Prepare  the  schedule  showing  the  computation  of  tax  and  indicating  amount  and 
county  to  which  tax  is  to  be  paid. 
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